This Note questions the statistical validity of the analyses of the relationship between the rate of profit and the organic composition across industries.
variables S/C and C/V-hopefully the latter have finite means and variances too. Analytically, it is rather difficult to obtain the expression for the variances of S/C and C/V (and their covariance)-and hence to say anything about their sizes (in particular whether or not the resultant correlation coefficient would be close to zero). Things become manageable on the introduction of the logarithmic transformations of S, C, V:
Because of the assumed finiteness of the means and variances of S, C and V, S, C and V also have finite means and variances. Their variances will be denoted s
respectively. Because of stochastic independence of S, C and V, S, C and V are also stochastically independent, with all covariances (cov(S,C), cov(C,V), cov(S,V)) equal to zero. Notice that because the following equations hold, logðS=CÞ ¼ S ÿ C and logðC=V Þ ¼ C ÿ V one is now in a position to measure the correlation between S/C and C/V or, more precisely, between their logarithms. The covariance between log(S/C) and log(C/V) can be shown (upon tedious but otherwise elementary calculations) to be given by a rather simple expression: covðlogðS=CÞ; logðC=V ÞÞ ¼ covðS ÿ C;C ÿ VÞ ¼ ÿs Hence, log(S/C) and log(C/V) turn out to be correlated, with the correlation coefficient equal to
Obviously, the coefficient of correlation between log(S/C) and log(C/V) is always negative. And, for s 2 C sufficiently large relative to s 2 S and s 2 V , it will assume a large absolute value (approximating unity under extreme circumstances). The finding of Cockshott and Cottrell: a negative, large and 'statistically significant' correlation between (S/C) and (C/V) is, therefore, not very surprising.
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